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Primary Objectives of Privatization
• End an outdated government monopoly for distilled 

spirits sales and distribution, and create a free-market 
and private-sector delivery of a service, which is not a 
core-function of state government

• Generate hundreds of millions of dollars for financing 
transportation projects

• Treat distilled spirits on a level playing field with wine 
and beer, which have been sold in private outlets for 
76 years

• Stimulate private sector investment, entrepreneurship 
and job creation – ensuring businesses of all sizes 
have an opportunity to participate

2



Principles of Privatization Approach
• Three tier system shall be preserved
• The Commonwealth, through ABC, shall maintain 

effective health, safety, law enforcement and 
marketing regulatory authority over private distilled 
spirit sales and distribution, the same as is currently 
done with oversight and enforcement of private 
sector beer and wine sales for 6,657 off-premise 
retailers

• Maintain equivalent General Fund annual tax revenue 
flowing to the Commonwealth

• Implement consistent with Virginia traditions and 
values
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Current ABC Licenses
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Type Number

Off-Premise Wine and Beer 6,657

On-Premise Wine and Beer 6,162

On-Premise Mixed Beverage Restaurants 4,555

Combination Wine and Beer On/Off 1,750

Specialty and Compliance (Wholesalers,
Importers, Shippers, Wineries, Distillers, 
and Brewery)

2,279

TOTAL 21,403

total does not include 16,000 one-day banquet and special event licenses.

Licenses do not equal number of establishments because some establishments hold multiple licenses 
(example – restaurants selling mixed beverages)



Retail Privatization
• Goal: Maximize up-front licensing fee revenue and create private sector competition

• 1,000 off-premise distilled spirits licenses auctioned to highest bidders 
(Note: currently  6,657 off-premise beer and wine retailers)

• 3 levels of licenses based on square footage and shelf-space, so all size vendors get 
an opportunity to obtain a license

– 600 Level One licenses: 15,000 sq ft or larger retail space and minimum 200 
linear ft. shelf space for distilled spirits (example: big box, grocery store)

– 150 Level Two licenses: less than 30,000 sq ft retail space, minimum 200 linear 
ft. shelf space for distilled spirits, and minimum 70% gross revenues generated 
from sale of alcoholic beverages (example: package store, specialty wine and 
beer shop)

– 250 Level Three licenses: less than 15,000 sq ft retail space and maximum 200 
linear ft. shelf space for distilled spirits (example: convenience store, retail 
pharmacy)
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1.6 1.8

There are currently 6,657 wine and beer retail outlets and 332 ABC stores.

Under privatization, there will likely be a net reduction 
in the number of outlets selling alcohol.
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New Shelf Space,

Not New Stores
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Retail Privatization

• Winning bidders shall be granted licenses in perpetuity

• Licenses can be sold, transferred or leased subject to 
approval by ABC

• No one company may obtain more than 25% of the 
licenses within each level

• Consideration should be given to allow ABC Board to 
recommend increasing the number of outlets based on 
population growth periodically, subject to approval by 
the General Assembly
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Other Key Retail Components
• Issuance of off-premise distilled spirits license subject to local 

government zoning and ABC hearing process
• Wine and beer licensees in good standing shall be given positive 

consideration during the bidding process
• Good faith efforts will be made to ensure SWAM businesses 

have significant opportunities to obtain licenses
• Existing 332 outlets represent  licenses to ensure citizens still 

have access in all jurisdictions currently served by an ABC store
• Additional 668 licenses will be granted in geographic areas based 

on population density
• Consideration should be given to providing incentives for 

retailers to develop a marketing plan for Virginia wine and craft 
distiller products.
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Retail Privatization
• Number of stores based on population
• Minimum bid based on level of license 
• Average adjusted net profit of ABC store by locality, adjusted for # of new 

stores in that locality, wholesale and retail markup, and a multiplier (varies 
based on level of license) = minimum bid
– For example, Virginia Beach has 14 ABC stores, with an average adjusted net 

profit of $694,810 per store. 
• $694,810/4 = $173,702 (to account for growth in number of outlets)
• $173,500 x  55% = $95,536 (to account for 20% wholesale markup and 25% retail markup)
• $ 95,536 x 5 = $477,681 min bid for level one license
• $ 95,536 x 2 = $191,072 min bid for level two license
• $ 95,536 x 3 = $286,608 min bid for level three license

– However, in a less populated locality like Page County the minimum bids would 
be as follows

• $149,594/1.6 = $93,496 (to account for growth in number of outlets)
• $93,496 x 55% = $51,422 (to account for wholesale and retail markup)
• $ 51,422 x 5 = $257,114 min bid for level one license
• $ 51,422 x 2 = $102,844 min bid for level two license
• $ 51,422 x 3 = $154,266 min bid for level three license

• Legislation will contain the formula for minimum bid and will delegate to 
ABC Board to oversee auction 
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Based on Formula…

MINIMUM 

$265 million 

from sale of retail licenses
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Wholesale Privatization
• A wholesale license is valued by the opportunity to 

purchase distilled spirits from suppliers
• Wholesalers would compensate the Commonwealth in 

much the same way they compensate each other when 
buying and selling brand rights

• Wholesale licenses will be sold at a cost of 2.5 times the 
gross profit of the spirit line being distributed

• Consideration should be given to enacting a Delaware 
model statute in which wholesalers are compensated for 
the loss of a product line or adding distilled spirits to the 
Virginia Wine & Beer Franchise Act

• There will be no cap on the number of wholesale licenses 
sold in the Commonwealth
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Wholesale Privatization
• Suppliers would have the flexibility to choose 

their distributor however the “Delaware model” 
or the franchise act would offer protection for 
those relationships going forward

• With 100+ lines of distilled spirits, there will be 
significant opportunities for all wholesalers large 
and small

• The existing ABC warehouse will now be an asset 
which can be sold, generating additional upfront 
revenue
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Other Issues to Address

Current Full Time Employees

• 677 full time employees in retail/wholesale

• Interviewing by private retailers and wholesalers as a 
condition of license

• Consideration should be given to a bid preference 
percentage for the hiring of existing ABC employees

• Potential ESOP for employees interested in profit 
sharing with new businesses

• Workforce Transition Act cost = $36 million
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Other Issues to Address
Enforcement

• Currently 82 enforcement agents have oversight of 332 ABC 
stores, 6,657 off-premise beer and wine outlets, and 4,555 
restaurants and hotels

• Under privatization, there will likely be a net reduction in 
the number of stores selling alcohol

• Distilled Spirit off-premise license renewal fee will pay for 
an additional 22 agents, training and equipment - this is an 
increase of over 25%

• New statute will require mandatory training for retail clerks
• Consideration should be given to electronic age verification 

equipment required for off-premise distilled spirit licensees
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Other Issues to Address

Existing Store Leases

• 313 of 332 stores are leased by the Commonwealth 
with 5 year terms

• 19 stores owned by the Commonwealth will be sold to 
generate additional upfront revenue

• 50-75 leases expire each year

• The Commonwealth has no legal or financial obligation 
to maintain those lease agreements, however, retailers 
have expressed interest in assuming them or buying 
out their remaining value
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Upfront Revenue for Transportation

• $400-$500 million combined from 3 major 
sources

– Auction of retail licenses to highest bidders, 
minimum bids alone will generate $265 million

– Sale of wholesale licenses totaling $160 million

– Sale of ABC warehouse and 19 state-owned 
outlets for at least $33 million

– Minimum projected amount for transportation = 
$458 million
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Revenue: Retail Auction of Licenses

• Average adjusted net profit of an existing ABC 
store is $335,000

• By comparison, West Virginia which auctioned 10 
year licenses, averaged $220,000 per bid, with a 
maximum bid of $675,000 

• Virginia is almost four times the population of 
West Virginia, with an average household income 
60% higher, and has 35% higher per capita sales
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Revenue: Sale of Wholesale Licenses

• The Commonwealth bought $322 
million worth of distilled spirits in 2009

• Based on a markup of 20% - that 
results in $64.4 million per year ($322 
X 20%) for wholesalers each year.  

• Using a an industry standard multiplier 
of 2.5 – wholesale licenses will be sold 
for approximately $161 million. 
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Revenue: ABC Real Estate Assets
Lynchburg 635,000$                    

Alexandria 10,734,182$              

Fredericksburg 374,200$                    

Staunton (n/a) 265,000$                    substituted Christiansburg

Harrisonburg 640,900$                    

Chesapeake 232,000$                    

Middleburg 742,700$                    

Richmond 367,000$                    

Christiansburg 265,000$                    

Abingdon (n/a) 265,000$                    substituted Christiansburg

Big Stone Gap 181,000$                    

Gordonsville 97,400$                       

Annandale 1,051,810$                 also contains enforcement office

Hampton 929,600$                    also contains enforcement office

Chesapeake 1,914,100$                 

Mount Jackson 97,400$                       substituted Gordonsville

Chesterfield 437,000$                    

Richmond 225,000$                    store is physically attached to warehouse

Total for Stores 19,454,292$              

Richmond 13,870,000$              central office and warehouse

TOTAL ASSETS 33,324,292$              
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Why This Works…

• Minimum bid requirements on  retail licenses, 
compiled with sale of wholesale licenses and ABC 
assets, guarantees the state no less than $458 
million for transportation

• Private sector efficiencies and competition 
reduce system distribution costs

• Retailers, wholesalers, and suppliers of all sizes 
are enthusiastic about the growth and job 
creation opportunities ABC privatization will 
create for their businesses
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What they’re saying about ABC 
privatization and its social impact…
One such study, written by a George Mason University economist and 
published in June by the Virginia Institute for Public Policy -- a think tank 
that advocates limited government -- found that the number of alcohol-

related deaths per 100,000 residents is virtually identical in control states 
and private states. It also showed little difference in binge drinking or 

drunken-driving fatalities.

A much broader study in Pennsylvania examined 36 years of data from 48 
states with varying degrees of alcohol control. It found that private states 

have lower per-capita alcohol consumption and lower drunken-driving 
fatalities than states where government controls segments of the industry. 

It found no significant difference in underage drinking between the two 
models. 

-Washington Post, August 29th
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What they’re saying about ABC privatization and 
its social impact…

Another misconception is that privatization will increase social problems such as alcohol-related deaths and binge drinking. The facts 
from other states give us a different answer. Several studies show that government-controlled retail sales have virtually no impact 

on alcohol-related deaths and incidents of binge drinking when compared to states with privatized liquor sales.
-Richmond Times-Dispatch, September 5th

Even opponents of McDonnell's plan concede as much. The Virginia Interfaith Center's paper on the subject acknowledges 
that "although alcohol consumption is slightly higher in private sale states, there is no difference in the rates of underage drinking, 

underage binge drinking, and alcohol-related traffic deaths between license states and control states."
-Richmond Times-Dispatch, August 27th

And a 2003 study by the Pacific Institute for Research and Evaluation found that 80 percent of those charged with driving 
under the influence reported consuming beer.

-Washington Examiner, August 14th

There are any number of models to be found among other states that allow for the private sale of distilled spirits. And no one 
should think — or fear — that Virginia would stop regulating access to alcohol; nothing would be further from the truth.

-News and Advance, August 1st

In a forthcoming study for the Virginia Institute for Public Policy, we compared the 18 states that control alcohol distribution by directly 
running retail or wholesale operations with the 32 states and D.C. that license these operations. Our goal was to find if the control 

states suffered fewer alcohol-related health and social problems than license states. The answer is a resounding no….

…Per capita alcohol sales in control states are statistically the same as in license states. In other words, if a state shifts from being a 
control state to a license state (or vice-versa), it won't affect the average amount of alcohol consumed per person in that state…

These control state systems were created in 1933 during a period when alcohol sale and possession had been outlawed nationwide for 
13 years. Obviously, times have changed. Every state effectively controls alcohol -- 18 use state monopolies while the rest use more 
direct regulations. Claiming that the 18 monopoly states do it better or have less negative social impact is simply not supported by 

the data.
-Roanoke Times, June 23rd
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Potential Implementation Timetable
Effective Date of Privatization Legislation

March 1, 2011

Statutorily mandated completion of ABC regulations under privatized system
June 30, 2011

Auction of Retail Licenses/Sale of Wholesale Licenses
July – August 2011

Issuance of off-premise distilled spirits licenses
August 31, 2011

Off-premise distilled spirits licensees sell to Virginia consumers &
On-premise mixed beverage licensees able to buy from wholesalers/receive 

delivery  of distilled spirits
September 2011
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